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EL PASO INDEPENDENT SCHOOL DISTRICT

Combining Balance Sheet - All Fund Types and Account Groups

Liabilities:
Accounts Payable
Loans and leases payable-
current installments
Bonds payabie-
current installments
Interest Payable
Payroll deductions
and withholdings payable
Accrued wages payable
Due 1o other funds
Due to other governments
Due to student groups
Accrued expenses
Deferred revenue
Bonded debt payable-
non-current
Loans payable-
non-current

Total Liabilities

Fund Equity (Deficit) and other credits:
Investment in fixed assets
Invested reserves:

Investments in inventory

Retirement of funded indebtedness
Outstanding Encumbrances
Designated fund balances:

Food Service

Designated for construction

Other designated fund balance
Undesignated fund balance
Undesignated fund balance

Total fund equity (deficit)

Commitments and contingent
liabilities

Total liabilities and fund
equity (deficit)

February 28, 2003

(Unaudited)
Governmental Fund Types
160-199 200-499 500-599
General Special
Operating Revenue Debt Service
Fund Fund Fund
3,768,528 901,998
3,622,819
18,579,922
3,892,350
208,553 44 457
7,074,247 1,183,723 799,119
33,254,069 6,022,528 799,119
2,138,256 15,375
13,425,131
2,411,416
(4,355,346)
26,469,591
14,095,449
76,414,863
121,529,573 (4,339.971) 13,425,131
154,783,644 1,682,557 14224250
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EL PASO INDEPENDENT SCHOOL DISTRICT
Combining Balance Sheet - All Fund Types and Account Groups

April 30. 2003
(Unaudited)

Liabilities:
Accounts Payable
Loans and leases payable-
current insiallments
Bonds payabie-
current instaliments
Interest Payable
Payroli deductions
and withholdings payable
Accrued wages payable
Due to other funds
Due to other governments
Due to student groups
Accrued expenses
Deferred revenue
Bonded debt payable-
non-current
Loans payable-
non-gurrent

Total Liabilities

Fund Equity (Deficit) and other credits:

Investment in fixed assets

Retained eamnings

Invested reserves:
Investments in inventory
Retirement of funded indebtedness

Outstanding Encumbrances

Designated fund balances:
Food Service

Designated for construction
Other designated fund balance
Undesignated fund balance
Unrestricted Net Assets
Total fund equity (deficit)
Commiiments and contingent
liabilities

_ Total liabilities and find

equity (deficit)

Governmental Fund Types

100-199 200-499 500-599
General Special
Operating Revenue  Debt Service
Fund Fund Fund
3,776,385 1.407,399
2,785,441
18,579,922 _
2,918,250 -
202,193 194,744
7,074,247 1,183,723 799,120
32,418,188 5,704.116 795,120
2,138,256 15,375
13,656,956
2,411,416
(5,694,069)
26,469,591
14,095,449
39,162,440
84,277,152 {5,678,693) 13,656.956
116,695,340 25423 14,456,076
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FMS Account Balance & Transaction Detail Lookup Ref: GNL.601L.11
Account Code: 1%9.4.000.0C0T00.3600.C00. 000 Capltal / 5Surplus
Status: A UNDESIGNATED FUND BALANCE
Original Budget: Detail .00

Closed Budget Adjustments: .00

Unclosed Budget Adjustments: o .00
Revised Budget: - .00
_ Beginning Account Balance: 28,734,770.00CR
Closed Activity: .00
Unclosed Activity: B .00
Current Account Balance: - 28,734,770.00CR
Budget Remaining: 28,734,770.00
Detail Cuteff: Unclosed Activity: Date: .
Closed Activity: Month: FEBRUARY Limit? N
Journal?

F3=Exit F5=Resget Fl2=Cancel - Cancel? N
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C.

In the Matter of:

Request for Review of the Decision of the
Universal Service Administrator by

El Paso Independent School District

Federal-State Joint Board on Universal Service CC Docket No. 96-45

Changes to the Board of Directors of the
National Exchange Carrier Association, Inc.

CC Docket No. 97-21

LD Y GO0 0D BOR LON WO GOXY LN LOn SO LN LR

AFFIDAVIT OF JACK JOHNSTON IN SUPPORT OF
REQUEST FOR REVIEW OF EL PASO INDEPENDENT SCHOOL DISTRICT

STATE OF TEXAS )
)
COUNTY OF EL PASO )
BEFORE ME, the undersigned authority, on this day personally appeared Jack Johnston,

known to me to be the person whose name is subscribed below, who after being by me duly
sworn, upon his oath, deposed and stated as follows:

"My name is Jack Johnston. I am over the age of eighteen years, am of sound mind, and
am otherwise competent and able to testify herein. 1 am employed by the El Paso Independent
School District ("EPISD") and am authorized to make this affidavit.

[ am currently in the position of Executive Director for Technology Information Services
of EPISD. I have approximately 36 years of experience in my field, and have been employed by
EPISD for about 20 years. 1 am personally familiar with transactions and dealings of EPISD
relating to Funding Year 2003-2004 (the “Funding Year 2003”) of the E-Rate Program of the
Federal Communications Commission (the “Program™), and with various dealings of EPISD with
the Universal Service Administrative Company, Schools and Libraries Division (collectively, the
“SLD™):

a. Funding Commitment Decision Letter for Internal Connections - 376953 (the
“Decision No. 1"},

b. Funding Commitment Decision Letter for Telecommunications - 377214/1034294
(the “Decision No. 2");




c. Funding Commitment Decision Letter for Internal Connections - 377156 (the
“Decision No. 3"},

d. Funding Commitment Decision Letter for Internet Access - 377297 (the
“Decision No. 4");

e. Funding Commitment Decision Letter for Internal Connections - 374802 (the
“Decision No. 5"},

f. Funding Commitment Decision Letter for Internal Connections - 376873 (the
“Decision No. 6"); and

g. Funding Commitment Decision Letter for Internal Connections - 377101 (the
*“Decision No. 7"),

{collectively, the “Decisions™). True and correct copies of the Decisions are set forth as Exhibits
*17 through “7" respectively to the accompanying Appendix.

I primarily handled most of the dealings between SLD and EPISD. As such, among
other things, I have personal knowledge of facts and statements stated herein. I am able to
swear, and do swear, the facts and statements contained herein are true and correct. The
capitalized terms herein have the same meaning as in the Request for Review of EPISD.

Attached to the Appendix are records from EPISD. These records are kept by EPISD in
the regular course of business and it was the regular course of business of EPISD for an
employer representative of EPISD, with knowledge of the act, event, condition, opinion, or
diagnosis recorded, to make the record or to transmit information thereof to be included in such
record, and the record was made at or near the time or reasonably soon thereafter. The records
attached hereto are the exact duplicates of the originals.

EPISD posted Form 470 notices (collectively, the “Form 470") for Funding Year 2003 of
the Program. True and correct copies of the Form 470 are set forth as Exhibit “8" to the
accompanying Appendix.

Thereafter, on a timely basis and after the requisite competitive procurement required by
rules of the Federal Communications Commission (the “Commission™) under the Program,
EPISD filed the following Form 471 applications:

a. Form 471 Application for Internal Connections - 376953 (the “Form 471
Application No. 1");

b. Form 471 Application for Telecommunications - 377214 (the “Form 471
Application No. 2A");
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C. Form 471 Application for Telecommunications - 1034294 (the “Form 471
Application No. 2B");

d. Form 471 Application for Internal Connections - 377156 (the “Form 471
Application No. 3");

e. Form 471 Application for Internet Access - 377297 (the “Form 471 Application
No. 4");

f. Form 471 Application for Internal Connections - 374802 (the “Form 471
Application No. 5");

2. Form 471 Application for Internal Connections - 376873 (the “Form 471
Application No. 6"); and

h. Form 471 Application for Internal Connections - 377101 (the “Form 471
Application No. 7"),

(collectively, the “Form 471 Applications”). True and correct copies of the Form 471
Applications is set forth as Exhibits “9" through “16" to the accompanying Appendix.

EPISD is an independent school district under Texas law located in El Paso County,
Texas. EPISD participated, or sought to participate, in prior funding years of the Program, and
sought to continue that participation during Funding Year 2004.

EPISD has had a longstanding technology plan, as modified (the “Technology Plan”),
upon which its Program participation has been based. A true and correct copy of the current
Technology Plan i1s attached to the Appendix as Exhibit “17”.

For Funding Year 2003, EPISD sought Program funding for separately for Internet access
service, various components of internal connections services, and various components of
telecommunications services. The funding requested by EPISD from the SLD for Funding Year
2003 under each of the Form 471 Applications is as follows:

Application No. Requested Amount Service Provider

Form 471 Application No. 1 $2,215,200.00 Diversified Technical
Services

Form 471 Application No. 2A 1,800,000.00 Southwestern Bell

Form 471 Application No. 2B 10,800.00 ' AT&T
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Form 471 Application No. 3 59.,200.00 Ambherst Computer

Products
Form 471 Application No. 4 114,672.00 Region19 Educational
Service Center
Form 471 Application No. 5 4,164,500.00 Desert Communications
Form 471 Application No. 6 2,361,682.00 Desert Communications
Form 471 Application No. 7 299.006.00 Amberst Computer
Products
TOTAL $11,025,060.00.

Under Program rules, EPISD would be essentially responsible to pay a specified
percentage of the eligible charges from the service providers under those projects for which its
Form 471 Applications are granted. The applicable percentage for eligible site-based projects is
10%, whereas the applicable percentage for eligible district-wide projects is 22% [based upon a
formula established by the SLD, using EPISD’s free and reduced lunch figures]. Assuming all
of the Form 471 Applications were granted by the SLD, EPISD would be responsible for paying
a maximum of $1,464,860.32 as its share of the charges. For purposes of this Request for
Review, the term “EPISD’s Share” shall refer to this proportion of the eligible charges in
connection with the projects for which one or more Form 471 Applications {as the context may
indicate] is granted.

At the time of filing the Form 471 Applications, EPISD possessed a balance of
unencumbered and unallocated funds owned by it in the aggregate amount of $76,414,863,
commonly referred to as the “Fund Balance”. The Fund Balance, to be clear, represents monies
owned and possessed by EPISD as its reserves, that have not be allocated for any particular
project or expense and are available for use to pay EPISD’s Share for projects under all of the
Form 471 Applications. '

After March 14, 2003, EPISD received an E-Rate Selective Review Information Request
from the SLD, more commonly known as the Item 25 Selective Review (the “Year 2003
Selective Review Request™). A true and correct copy of the Year 2003 Selective Review Request
is set forth on the accompanying Appendix as Exhibit “18". The Year 2003 Selective Review
Request, among other things, requested information from EPISD on securing of funds for the
EPISD Share. The Year 2003 Selective Review Request is, to EPISD’s knowledge, is
commonly forwarded to many or all applications for Program funding.

EPISD timely and comprehensively responded to the Year 2003 Selective Review
Request, by means of a response dated April 13, 2003 (the “Year 2003 Selective Review
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Response™). A true and correct copy of relevant excerpts from the Year 2003 Selective Review
Response are set forth on the accompanying Appendix as Exhibit “19".! The excerpted portion
of the Year 2003 Selective Review Response apply to the financial issues. At the time of

submitting the Year 2003 Selective Review Response, the Fund Balance of EPISD was
$39.162.,440.

EPISD also had discussions with SLD staff regarding the Year 2003 Selective Review
Request and/or the Year 2003 Selective Review Response. At least one of those contacts
involved a request for EPISD’s budget, if available. EPISD responded that no draft or final
budget was then available, referring back to the materials contained in the Year 2003 Selective
Review Response. A true and correct copy of EPISD’s response is set forth on the Appendix as
Exhibit “20". The SLD request did not indicate by its terms that the SLD felt the Year 2003

Selective Review Response was inadequate with respect to the issue of EPISD’s securing of
funds for the EPISD Share.

Importantly, after that point, EPISD and SLD staff had further, detailed discussions and
communications on a myriad of issues through October 2003. None of those further discussions
or communications, however, included any comment by the SLD that the Year 2003 Selective
Review Response was, in SLD’s opinion, insufficient with respect to the issue of EPISD’s
securing of funds for the EPISD Share. If the SLD really believed at the time that EPISD had
not established that point, one wonders why the SLD continued to spend significant time and
effort discussing all of these other issues with EPISD, with substantial oral and written
information and materials being shared between them, from April through October 2003.

In short, EPISD never received any written or oral communication from the SLD, prior to
the Decisions, expressly indicating that SLD believed the Year 2003 Selective Review Response
to be inadequate in the SLD’s opinion with respect to the issue of EPISD’s securing of funds for
the EPISD Share.

After December 30, 2003, EPISD received each of the Decisions. In each of the
Decisions, the SLD ruled that funding under the respective Form 471 Application should be
denied, on the basis of the following:

Insufficient support resources.
During application review, you were asked to demonstrate that when you filed your Form
471, you had secured access to the funds needed to pay your portion of the charges, and

you were unable to do so.

The Decision is presumably contending that EPISD failed to demonstrate that it had secured
funds for the EPISD Share. '

l The complete Response was approximately 8 inches deep in size, so only relevant excerpts are enclosed.
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The Decisions represent the final decisions of the SLD on the Form 471 Applications.
The Request for Review before the Commission is being timely made within 60 days of the date
of the Decisions.

In the Decisions, the SLD alleges that EPISD failed to demonstrate that EPISD had
secured the funds to pay the EPISD Share. That allegation is without merit.

In the first place, it is absolutely clear that EPISD had in fact secured the funds necessary
to pay the EPISD Share. The EPISD Share would be a maximum of $1,464,860.32. The Fund
Balance of EPISD was $76,414,863 at the time the Form 471 Applications were filed, as
indicated by Exhibit “30" to the Appendix. The Fund Balance was $39,162,440 at the time the
Year 2003 Selective Review Response was filed, as indicated by Exhibit “31" to the Appendix.
The Fund Balance is now $28,734,770, as indicated by Exhibit “32" to the Appendix. Again, the

Fund Balance represents unallocated, available “reserve” funds are available to pay the EPISD
Share.

EPISD generally does not adopt its budget until shortly before August 31 of each year.
The draft budget often is not fully prepared until July or August of each year. The budget was
not available when requested by the SLD, as indicated by EPISD. It should be noted, however,
that the current EPISD general ledger includes a line-item for the EPISD Share, as shown on
Exhibit “28" to the Appendix.

In light of the Fund Balance, EPISD certainly had sufficient resources to pay the EPISD
Share. EPISD had more than enough available funds to pay for the EPISD Share for each and all
of the Form 471 Applications.

Each of the Decisions is erroneous in this regard.

The SLD’s contention that EPISD failed to demonstrate that EPISD had secured the
funds to pay the EPISD Share is also without merit, in light of the Year 2003 Selective Review
Response and other information and materials provided to the SLD.

In the Year 2003 Selective Review Response, EPISD provided a memorandum from its
Interim Associate Superintendent - Finance dated April 1, 2003, set forth on Exhibit “19" to the
Appendix, stating that:

The District will budget for any funds required if notice of award is received before
August 1, 2003, and will be prepared to amend the budget for up to the §1,464,860.32 if
notice of the award is received after August 1, 2003. The undesignated fund balance of
the District is sufficient to make this assertion.

If there are any questions on this memo. 1 would be gilad to respond to any additional
questions by phone or email.
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The cover letter to the Year 2003 Selective Review Response, also found at Exhibit “19",
indicated that EPISD then did not have a draft or final budget available, but discusses the
memorandum.

EPISD never received any question or comment on that memorandum, and was never
expressly advised [until the Decisions were issued] that the SLD believed that the memorandum
was insufficient. EPISD staff have enjoyed a good working relationship with SLD officials
[despite disagreements from time to time on certain issues], and have in the past provided
supplemental information and materials when requested by SLD. Here, the SLD did not ask for
any additional information or materials on EPISD’s finances, other than the single subsequent
request for the budget [again, at a time when even a draft one was not available]. EPISD and
SLID personnel spoke on several occasions after submission of the Year 2003 Selective Review
Response and before the Decisions were issued; on none of those occasions, was EPISD
expressly advised that the SLD desired additional information or materials on EPISD’s ability to
pay the EPISD Share. If so, EPISD would have immediately provided such information,
including without limitation a statement of its Fund Balance.

It is very important to recognize that EPISD had previously submitted to the SLD written
statements as to the Fund Balance in prior years. For instance, in a response to the Selective
Review requests for Year 2002 of the Program, EPISD had provided to the SLD staff detailed
information as to its financial condition and Fund Balance. True and correct copies of relevant
excerpts from the prior response are set forth on Exhibits “23" of the accompanying Appendix.
This information included a memorandum from EPISD’s then-current Associate Superintendent
- Finance, similar to the one submitted with the Year 2003 Selective Review Response.
Thereafter, based upon communications between the SLD and EPISD, the SLD in fact did
request further information on EPISD’s finances. True and correct copies of these subsequent
communications are set forth on Exhibits “24" of the accompanying Appendix, and include
another similar memorandum. The SLD was satisfied with the financial information in the prior
year, and did not deny EPISD funding for inability to establish its ability to pay its share of E-
Rate services.

Based upon its experience in the prior year, and the SLD’s acceptance of the
memorandum then, EPISD had no reason to believe that the SLD wanted something further than
the memorandum for Year 2003. If it had done so, EPISD would have immediately provided the
requested information, which was readily available if requested.

The SLD as a whole, and especially the same SLD personnel receiving the Year 2003
Selective Review Response, had actual knowledge of EPISD’s Fund Balance, and were well

aware that EPISD had more than enough money to pay the EPISD Share.

Apparently, the SLD is now contending that EPISD should have provided additional
information and materials in the Year 2003 Selective Review Response as to the Fund Balance.
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EPISD disagrees with that contention and believes its response was sufficient, whether or not
one considers the detailed information provided beforehand to the SLD.

It is significant to note that neither the Form 470, the Form 470 Instructions [set forth as
Exhibit “25" to the Appendix], the Form 471 Applications, nor the Form 471 Instructions [set
forth as Exhibit “26" to the Appendix] require an applicant to provide a budget, financial
statements, or similar materials to demonstrate that it has secured funds to pay its share of the
charges. Moreover, the SLD’s own website states as follows in relevant part [set forth as Exhibit
“27" of the Appendix]:

"Secured access" means that you can show that these funds are, or will be, part of your
annual budget; or, if you are obtaining the funds from an outside source, that these funds
have been promised to you. If you obtain these funds from an outside source, the funds
must not come directly or indirectly from your service provider(s).

That website excerpt also does not affirmatively state that a financial statement or budget must
be provided to the SLD.

Nevertheless, even if the Year 2003 Selective Review Response insufficiently addressed
the issue of EPISD’s ability to pay the EPISD Share, the SLD should have provided EPISD with
an opportunity to supplement its response. If such supplement was insufficient or not made
altogether, then a denial might be in order. Allowance of such an opportunity to cure an
allegedly insufficient response [as opposed to a total failure to respond] would be fair,
reasonable, and appropriate in these circumstances.

As shown above, it is absolutely clear that EPISD had secured the funds necessary to pay
the EPISD Share, and that the SLD was aware that EPISD had so secured such funds.
Alternatively, to the extent the SLD felt that EPISD’s Year 2003 Sclective Review Response
failed to sufficiently demonstrate that point, it should have expressly advised EPISD of the same
and permitted EPISD an opportunity to cure that alleged deficiency. That, as noted by this
Commission in prior decisions, appeared to be the common practice of SLD. In light of the
SLD’s failure to do so with EPISD in this instance cannot help but lead EPISD to wonder
whether the SLD’s action was inappropriate retaliation against EPISD for its prior appeal of
SLD’s denials of funding for Funding Year 2002 of the Program, as part of the so-called Ysleta
order.

EPISD made a good faith attempt at compliance with Commission requirements and any
SLD requests relating to proof of its securing of the EPISD Share. There can be no dispute that
EPISD had a Fund Balance far more than sufficient to pay for the EPISD Share, that EPISD had
promised to use the necessary portion of the Fund Balance to pay the EPISD Share, that EPISD
timely provided a written response on those points to the SLD, that the SLD never expressly
advised EPISD [prior to the Decisions being issued] of the SLD’s belief that such response was
insufficient, and that the SL.D already possessed detailed information concerning EPISD’s
financial condition and the Fund Balance.
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EPISD is a poor district with many poor students, and each have many needs, especially
in the technology area. Currently, 68% of EPISD’s students are eligible for “free and reduced
lunches™ under federal law, though many of its schools have a much higher proportion. The
2000 Profile of Selected Economic Characteristics issued by the United States Census Bureau
estimates the per capita income for 1999 in the El Paso, Texas area at $14,388 per year. For
comparison, according to the same survey, the annual per capita income for 1999 in the United
States was $21,587, for the State of Texas was $19,617, and for the Washington D.C. area was
$28,659. As one can readily see, EPISD students are extremely poor, and in great need of the
benefits from the Projects to be completed using Program funding.

EPISD believes that the SLD is essentially “changing the rules” at the last-minute
concerning proof of securing of funds, and thereby depriving its needy and deserving students

from a fair opportunity to learn and attempt to escape the poverty and circumstances in which so
many have been born and raised.

Based upon the foregoing, additionally and in the alternative, the Decisions are
erroneous, and the Commission should reverse each of the Decisions and award full funding to
EPISD under the Form 471 Applications, at least consistent with the funding levels granted to
other recipients with a similar “free and reduced lunch” proportion of their school populace. At
minimum, the Commission should remand to the SLD for consideration, based upon the
information provided in the Appendix, as to whether EPISD has established that it has secured
funding for the EPISD Share.

EPISD greatly appreciates the funding it has received in the past from the Program, and
believes that such funding has been significantly assisted EPISD in trying to provide technology
resources to its students, on average some of the neediest in the entire country.

It is therefore with reluctance that EPISD even brings this Request for Review. EPISD
does not believe that it failed to demonstrate that it had secured the necessary funds for the
EPISD Share, and certainly did not intend to fail to do so. Nevertheless, due to the erroneous
Decisions of the SLD, and the resulting harm to EPISD and its students, this Request for Review
is made.

Further affiant sayeth not."
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Jack Jolhsto

SUBSCRIBED TO AND SWORN TO before me onthis | Y day of February, 2004, to
certify which witness my hand and seal.

* Bl €. Behuer

SHELLY R.BOHREN Notary Puhlik in and for the
Motary Public, State of Texas State of Texas
My Commission Explres 01-08-0%
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